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July 24, 2015

The Honorable Daniel R. Elliott Il
Chairman

Surface Transportation Board
395 E Street, S.W.

Washington, DC 20423-0001

Dear Chairman Elliott:

| write in response to your letter of July 13, 2015, requesting our assessment of fall peak expectations
and our ability to meet expected demand, as well as specific questions surrounding network
performance.

Service Momentum

After an incredibly challenging 2014, BNSF's network is performing well. We, and more importantly our
customers, began to see marked improvements in service performance in the fourth quarter of last year
as the capacity expansion projects that were part of our $5.5 billion 2014 capital plan were placed in
service. We have continued that momentum through this year, and it continues to build as our

S6 billion 2015 capital plan is executed across our network.

BNSF's performance metrics reflect this momentum with train speeds 11 percent faster for the second
quarter than the same period last year and more like performance levels in the second quarter of 2013.
Similarly, terminal dwell is 14 percent lower than the second quarter of 2014.

We expect to see further improvement in the second half of this year as the 2015 capital expansion
projects continue to be completed. Between the 2014 and 2015 capital expansion programs, BNSF will
have constructed over 180 miles of double track and built or extended around 40 sidings. These
investments span the entire network, but much of the expansion has been concentrated in the North
where we were challenged the most, including over 200 miles of Centralized Traffic Control being
installed between Minneapolis and Chicago as part of the more than 850 miles planned across the
network in 2014 and 2015.

We won’t realize the full capability of the network while we are constructing these expansion projects
and undertaking this year's significant maintenance program. Our customers will see additional velocity
improvement as the expansion projects and annual maintenance are concluded for the year, in addition
to realizing the benefit of the additional capacity through the fall and into the winter.
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Ongoing PTC installation and testing also potentially decreases velocity as track windows are required
for this work as well. As you know, BNSF will not be able to meet the year-end deadline for PTC
installation. While legislation to extend the deadline is under active consideration in Congress, it
remains unclear at the moment what the consequences of non-compliance will be post-deadline.
Customers are beginning to seek clarification on what impacts they may face and how it will affect the
operation of the network. BNSF is currently evaluating its legal and contractual duties and obligations,
and we are communicating with our customers. Our review includes analysis of the possibility that, if
Congress has not extended the deadline for PTC operations, as of January 1, 2016, neither passenger nor
freight traffic would operate on BNSF lines that are required by federal law and regulation to have an
interoperable PTC system as of that date.

Volume Expectations

While we are pleased with our improved operational performance, we are seeing market headwinds in
several commodity sectors for the remainder of the year. Low oil and gas prices, in addition to a strong
dollar are exerting downward pressure on several of the commodities we move. As such, we are not
anticipating significant increased total volumes in a fall peak.

We are well-positioned to address anticipated fall and winter volumes with additional resources
available. Current economic conditions have required us to store over 750 locomotives and,
unfortunately, furlough over 1,700 people. While we are doing everything we can now to bring our
employees back to work, we will be able to move quickly to deploy people and locomotives if volumes
increase more rapidly than expected.

Overall, volume has been essentially flat for the first half of this year. | will briefly describe the volume
and service expectations of each of our four major business units to provide additional perspective on
our outlook for the second half of the year.

Consumer Products volumes, which include intermodal and automotive traffic, decreased slightly
through June; however, we do expect modest growth for the balance of the year. International
intermodal was impacted in the first part of the year by the port productivity disruptions on the West
Coast. Expectations are for international to see an increased peak season relative to 2014 due to
stronger consumer spending, and last year's softer peak season was a result of cargo moving earlier in
the year to avoid the port productivity slow-downs. Domestic intermodal volumes have increased in the
first half of the year, and the second half of the year is expected to increase more as we launch new
schedules for lanes in the North, earlier than expected. Automotive volumes have increased this year
compared to 2014 due to strength in vehicle sales. As the year progresses, we expect automotive
volume to continue at its current pace as expected demand remains constant.

Agricultural Products volumes increased in the first half of the year as our service became more
consistent and reliable as seen in year-to-date shuttle turns-per-month of 2.6. The strong dollar is
negatively impacting export volumes which has resulted in much of last year's corn crop remaining in
storage. At some point, grain will have to move to make room for this year's harvest, but the timing
remains uncertain and will be based on multiple factors including the size of crop and price. In recent
weeks, we have begun to see increased orders consistent with an anticipated large crop and supply
push. We are prepared to handle the volume if and when it comes. We have surplus shuttle capacity
and will utilize our traditional approach of frequent communication and coordination with our
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customers and pre-positioning cars. We have become virtually current on past due orders for non-
shuttles this summer due to the steady strong velocity gains. As orders rise going into the fall, we would
expect past dues to rise.

Industrial Products volumes are slightly down through June as low oil prices have impacted drilling
inputs such as frac sand and pipe. Other Industrial Products commodities are being impacted by the
strong dollar as cheaper steel imports are weakening domestically-produced steel and impacting rail
shipments. Crude oil volumes have seen slight reductions in demand, and we are not seeing growth as
new wells are not being drilled. Yet, we believe frac sand volumes have stabilized as we move into the
fall. Construction products volumes are also improving as they recover from weather delays earlier this
year.

Coal volumes increased on BNSF in the first half of the year as we focused on rebuilding inventories
which occurred more quickly than anticipated due to our improved service performance and decreasing
demand due to low natural gas prices. However, demand for coal weakened in the second quarter and
the expectation is for ongoing weakened coal demand. The outlook for gas prices and strong stockpile
inventory levels are continuing to decrease utility demand for the remainder of 2015 and potentially
beyond.

Winter Preparedness

BNSF is prepared to handle severe winter weather and has applied many of the lessons learned from the
2013/2014 winter. Each of BNSF's 12 operating divisions creates a Winter Action Plan that is reviewed
annually to ensure that resources and procedures are in place based on that division's unique operating
conditions. Each division starts early with the target of having all plans in place and equipment winter-
ready by November 1. As part of this process, we review equipment options to utilize the latest
technology. For example, last winter, we acquired Air Forced 1 hy-rail trucks that are capable of
creating a 435 mph cold air flow to clear congested switch points and railheads.

Part of winter planning, by necessity, includes our operations in and through Chicago. To maintain
Chicago fluidity, we are more aggressively leveraging at a much higher frequency the use of pre-
arranged, alternate interchange gateways with our interchange partners. As weather becomes a factor,
we utilize alternative switching facilities and routing before adverse conditions significantly impact the
network.

For our Chicago hubs and facilities, adjustments were made last year to keep our facilities open such as
leveraging cross-facility interaction to maximize continuous production and throughput across the
Chicago complex. We also added 800 spots of additional parking capacity at three Chicago Hub facilities:
Willow Springs, Cicero and Corwith. The additional parking was added in anticipation of higher terminal
dwell, and subsequent higher terminal inventories that come with lower dray capacity during severe
weather.

Amtrak

We know there is much that needs to be done as Amtrak's On Time Performance has not improved to
the same degree as the rest our network in recent months. Our Operations leadership is focused on the
issue and is making improvement a priority on corridors where Amtrak operates. Amtrak will benefit,
just like our customers, from the additional capacity that is currently being constructed. But perhaps
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more importantly, passenger operations will benefit from our $2.9 billion 2015 capital investment in
maintenance as slow orders are a significant contributor to Amtrak delay. The reduction and eventual
elimination of slow orders is something we are aggressively targeting and will be instrumental in
improving Amtrak's On Time Performance.

Communicating With Our Customers

The value and importance of frequent and transparent communication with our customers has never
been more apparent than during the challenges of 2014. BNSF's Marketing team continuously reaches
out to our customers on an individual level in the spirit of collaboration so that everyone has a clear
understanding of expectations, capabilities and business needs. We also maintain our traditional
customer events organized by business unit that facilitate dialogue and the exchange of information on
how we can most efficiently work together to accomplish our mutual goals.

We continue to look for new ways to provide customers the most timely, relevant information that can
be conveniently accessed. BNSF emails all customers a weekly update providing an overview of system
performance, service metrics and significant outages impacting network fluidity. We also maintain a
section of our website dedicated to service that provides information which includes a maintenance
map, updated weekly, to enable customers to see where maintenance activity will be taking place and
any potential impacts to freight movements. Service interruption and outage updates are also provided
to impacted customers as close to real time as possible in order to keep customers informed on
progress being made to resolve the outage and expectations for delivery of their freight.

Conclusion

Our service performance has continued to improve as we move through 2015 and we expect continuous
improvement as our 2015 capital program concludes and additional capacity is placed in service. By the
end of 2015, we will have invested over $53 billion in our network since 2000 and believe our railroad
will forever be better for all customers with this investment.

We are confident that we are well-positioned to handle peak volumes for the balance of the year.
However, we are anticipating a muted peak due to current economic conditions that has necessitated
the storage of locomotives and, unfortunately, the temporary furlough of some of our employees. We
will continue doing all that we can to bring volume to the railroad and be positioned to grow with our
customers.

Sincerely,

Carl R. Ice
President & CEO

cc: The Honorable Ann D. Begeman, Vice Chairman
The Honorable Deborah Miller, Commissioner



